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IBRD Loan in Japan 


The World Bank on August 18 made a loan equiv- 
alent to US$10 million to assist the Kobe Steel Works, 
Ltd., a private company in Japan, to expand and 
improve its operations. The loan was made to the 
Japan Development Bank, a government agency which 
supplies long-term credit for industrial development in 
Japan; the funds will be re-lent to the Kobe Steel 
Works. 

The First National City Bank of New York, Berliner 
Handels-Gesellschaft of Frankfurt am Main, and 
Vereinsbank of Hamburg, Germany, are participating 
in the loan, without the World Bank’s guarantee, in an 
amount totaling the equivalent of $784,800. This 
represents part of the first two maturities and all of the 
third maturity which fall due between August 1, 1960 
and August 1, 1961. 

The Kobe company, the sixth largest steelmaker in 
Japan, began in 1957 a three-year construction pro- 
gram aimed chiefly at improving its facilities for making 
steel. The project which the Bank’s loan will help to 


U.K. Bank Rate 


The U.K. bank rate was reduced on August 14, 
from 5 per cent to 4.5 per cent. This is the fourth 
reduction from the 7 per cent rate which had been set 
in September 1957; the other reductions were made on 
March 20, 1958 (to 6 per cent), May 22, 1958 (to 
5.5 per cent), and June 19, 1958 (to 5 per cent). 

The reduction to 4.5 per cent had been generally 
expected earlier in the week, but stock prices neverthe- 
less rose higher after the August 14 announcement. 
A cut in the bank rate had also been largely discounted 
in the money market, and the accepted bid on Treasury 
Bills on offer on August 15 came out at £3 14s. 5d. 
per cent per annum, or about % per cent lower than 
in the previous week. The Committee of London 
Clearing Bankers announced that, in line with the 
reduction in the bank rate, the maximum rate of inter- 
est on bank deposits will fall from 3 per cent to 2.5 per 
cent per annum. There will be similar adjustments in 
most of the banks’ charges on overdrafts, viz., from 
5 per cent to 4.5 per cent for nationalized industries, 
from 5.5 per cent to 5 per cent for first-class industries, 
and from 6-6.5 per cent to 5.5-6 per cent for other 
business concerns and private borrowers. 


finance is the most important feature of the program 
and comprises the construction of a new blast furnace 
and related facilities. The total estimated cost of 
Kobe’s three-year program is equivalent to $36 million. 
The Bank’s loan of $10 million will cover about 28 
per cent of the cost and will be used mainly for expendi- 
tures in Japan. The loan is for 15 years and bears 
interest of 5% per cent including the 1 per cent com- 
mission which is allocated to the Bank’s Special Reserve. 
Amortization will commence on August 1, 1960. The 
loan is guaranteed by the Government of Japan. 

The Bank has now made 13 loans in Japan, totaling 
$195 million: $79 million for the steel industry, $5 mil- 
lion for other industrial projects, $100 million for 
electric power development, and $11 million for agri- 
culture. 
Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., August 18, 1958. 


A Bank of England spokesman said that the reduc- 
tion in the bank rate was in step with recent credit 
relaxations and was justified by internal trends and the 
continuing strength of sterling. 

Press reports emphasize that the timing of the fourth 
consecutive reduction in the rate is important; it is the 
first change in any August for 33 years, which shows 
that a lowering of the rate is rare at this time of the 
year, a period of seasonal strain for sterling. Two main 
considerations probably dominated the official decision. 
First, the danger of wage inflation has lessened appre- 
ciably in recent months. With the establishment of 
something like a 3 per cent pattern of wage increases— 
about half last year’s rate—and the willingness of 
important groups like the miners to accept, at least 
temporarily, total rejections of their demands, govern- 
ment fears on this score have clearly diminished. The 
second main domestic trend motivating the reduction 
in the bank rate is the increasing rate of decline in 
business activity, notably in the capital goods sector. 
The running-down of order books continues at an 
accelerating pace in most sectors of capital goods pro- 
duction. The fact that steel production in July was as 
much as 13 per cent below output in July of last year— 
more than double the rate of decline in the first half 
of the year—is regarded as particularly significant in 
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this respect. Recent surveys carried out in industry all 

agree that the greater part of manufacturing business is 

operating well below capacity. 

Sources: The Times, August 15 and 16, 1958, The 
Financial Times, August 15, 1958, and The 


Economist, August 16, 1958, London, Eng- 
land. 


U.K. Dollar Security Holdings 


Estimates of the total value of British-owned dollar 
securities that can be derived from U.S. and Canadian 
sources can now be checked, to some extent, from fresh 
evidence from the British side. The four main cate- 
gories of British ownership are insurance companies, 
investment trusts, private persons, and the Government; 
three of the four groups of holdings can be evaluated 
with a fair degree of reliability. 

There are some 300 investment trusts quoted in the 
stock exchange official list, and analysis of the accounts 
for 218 of those which indicated some or all of their 
dollar holdings shows the total value of reported dollar 
holdings to be £323 million (the analysis is based upon 
published amounts for accounting periods ended during 
the calendar year 1957). It may be assumed that the 
dollar holdings of the remaining trusts are of no great 
significance. The inclusion of London dollar premiums 
in a number of the trust evaluations has tended to exag- 
gerate the magnitude of the holdings. On the other 
hand, it has not been possible to identify the Canadian 
element in a number of cases, the figures being hidden 
in a “British Commonwealth” classification. In all, the 
dollar holdings of the trusts at the end of 1956 were 
probably of the order of $900-1,000 million. 

In his annual review of insurance business during 
1957, the Chairman of the British Insurance Associa- 
tion gave figures relating to the dollar assets of the 
insurance companies. These were estimated as $1,600 
million at the end of 1957, but this figure includes 
assets other than portfolio securities. Dollar investment 
income has been put at between $40 million and $50 
million; if the average of these figures is capitalized at 
a yield of 4.5 per cent, the market value of dollar stocks 
held by insurance companies can be estimated at about 
$1,000 million. 

At the time of the Suez crisis, it was officially an- 
nounced that the U.K. Government held dollar securities 
worth between $750 million and $1,000 million. Esti- 
mates of the holdings of private persons can only be 
guessed at, but, from the amount of activity in dollar 
stocks passing through brokers’ offices in the past few 
years, this class of holding may be judged to have a 
value of $750-1,000 million. 

These broad estimates suggest that at the end of 
1956 the total value of British-owned dollar securities 


was nearly $4 billion. The Times observes that the 


fact that so much of the dollar assets is held in the 
form of corporate stocks appears as bold banking 
practice, for enlightened (or fortuitous) management 
has secured the United Kingdom a share in the remark- 
able rise in North American markets between 1952 and 
1957. In this way, Britain’s dollar assets have been 
successfully hedged against inflation. 

Source: The Times, London, England, August 13, 

1958. 


Industrial Production in United Kingdom 


The May index, seasonally adjusted, of industrial 
production in the United Kingdom war 136 (1948= 
100), against 140 in May 1957 and the peak figure 
of 142 recorded in June of last year. The indications 
are that in June of this year the index slipped to 134- 
135, which would be more than 5 per cent lower than 
a year earlier. Most of the indices for earlier months 
this year have now been revised about 1 point down- 
ward, making the average level for the first six months 
of the year 1-1% per cent lower than for the first half 
of 1957. Employment in industry has fallen over the 
year but not nearly as much as output, and the latest 
unemployment returns show just about the usual sea- 
sonal decrease, from 429,000 in June to 412,000 in 
July. The over-all ratio of unemployment in Great 
Britain is now 1.9 per cent, and the figure for Northern 
Ireland is 8.1 per cent. 

Manufacturing output in the first quarter of 1958 
was about the same as in the first quarter of 1957, but 
in April and May it was markedly lower than last year, 
in contrast to the upward movement in the spring of 
1957. In May, the seasonally adjusted index was 139, 
about 342 per cent lower than in May 1957; and in 
June it presumably fell further. The continued buoy- 
ancy of output in motors, heavy electrical equipment, 
and a few other specialized capital goods industries is 
clearly no longer sufficient to offset the downward drag 
of a much wider range of industries where the slacken- 
ing of demand and some reluctance to hold high stocks 


have been slowing production down a little. 
Sources: The Financial Times, August 8, 1958, and 
The Economist, August 9, 1958, London, 


England. 


Estimates of French Harvest 

Preliminary estimates, as of the beginning of August, 
of the current harvest in France indicate a wheat harvest 
of approximately 104 million quintals (1 quintal=100 
kilograms), against 110 million quintals in 1957. For 
secondary cereals (barley, rye, and corn) and for 
potatoes and sugar beets, the outlook also is favorable. 
The vine crops are expected to yield about 50 per cent 
more than in 1957, when wine output was cut by late 
frosts. 


Source: Le Monde, Paris, France, August 12, 1958. 
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Belgian Public Finances 


Belgium’s ordinary budget for 1958, as submitted 
to Parliament in October 1957, estimated revenue at 
BF 98 billion and expenditures at BF 93 billion; the 
surplus of BF 5 billion was to be transferred to the 
extraordinary (capital) budget. Recent estimates, how- 
ever, indicate a deficit of BF 3-4 billion on current 
account. The shift is due primarily to the need for 
supplementary credit appropriations of about BF 11 
billion. The principal increases in expenditures are for 
unemployment allowances (BF 1.9 billion) and pen- 
sions (BF 1.1 billion); the railways deficit is higher 
(BF 1.6 billion); and provision is made for the expenses 
of Belgian troops stationed in West Germany (BF 0.8 
billion), whereas no such provision had been made in 
the original budget for the period beginning May 1958. 
On the other hand, credit appropriations that are 
expected to remain unutilized at the end of the year, 
partly as a result of the Government's economy efforts, 
are estimated at more than BF 4 billion, so that actual 
expenditures are set some BF 7 billion higher than the 
original estimate. Actual revenue in 1958 is now esti- 
mated at some BF 96 billion (compared with BF 95.5 
billion in 1957), or BF 2 billion less than originally 
forecast. 


Source: La Libre Belgique, Brussels, Belgium, Au- 
gust 6, 1958. 


Money and Credit Situation in Denmark 

The National Bank of Denmark lowered its discount 
rate by 2 per cent, to 42 per cent, effective August 15. 
The rediscount rate was also lowered from 5 per cent 
to 442 per cent, and the interest rates for bank loans by 
¥2 per cent, to 5-62 per cent. 

The foreign exchange holdings of the National Bank 
increased by DKr 206 million during the first six months 
of 1958, and net lending to the Treasury increased by 
DKr 146 million. In this same period, the National 
Bank sold DKr 156 million of bonds, commercial bank 
deposits with the National Bank fell by DKr 93 million, 
and other deposits increased by DKr 82 million. Thus, 
there was a net increase of DKr 21 million in note 
circulation and deposits. In the corresponding period 
in 1957, foreign exchange holdings increased by DKr 78 
million, while there were net deposits of DKr 380 mil- 
lion from the Government; note circulation and deposits 
fell by DKr 252 million. 

The increase of DKr 146 million in the Government's 
debt to the National Bank in the first half of 1958, in 
contrast to a decrease of DKr 380 million in the 
same period of 1957, is explained largely by the fact 
that in 1957 the Government purchased DKr 235 mil- 
lion from the International Monetary Fund, while in 
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the first half of 1958 repurchases of DKr 175 million 
from the Fund were undertaken. 

Deposits in commercial banks increased in the first 
half of 1958 by DKr 503 million, loans of these banks 
by DKr 51 million, and their foreign exchange holdings 
by DKr 80 million. The respective increases in the 
first half of 1957 were DKr 176 million, DKr 235 
million, and DKr 27 million. Commercial bank holdings 
of domestic bonds and shares increased by DKr 331 
million in January-June 1958, against an increase of 
DKr 86 million in the same months in 1957. 


Sources: Statistiske Departement, Statistiske Efterret- 
ninger, Copenhagen, Denmark, No. 39, 1958; 
Norges Handels og Sjé@fartstidende, Oslo, 
Norway, August 15, 1958. 


Danish Economic Policy 


Denmark’s Minister of Trade referred, in a recent 
speech, to the substantial foreign exchange reserves 
which Denmark has built up, and he attributed this 
success to the fiscal laws, the stabilization law, and, to 
some extent, the favorable economic trend. The modest 
improvement in production and the relatively low level 
of investment have resulted primarily from the restric- 
tive credit policy which the country’s small foreign 
exchange reserves forced the Government to adopt. In 
the present situation, the improved foreign exchange 
reserves mean that more weight can now be attached to 
investment problems. As far as investment is concerned, 
the main event of the year has been the considerable 
fall in interest rates. Bond prices are now substantially 
higher than earlier in the year, as a result of the reduc- 
tion of about 1% per cent in interest rates. At the same 
time, there has been significant improvement in bank 
liquidity, owing partly to the favorable foreign exchange 
developments, but also in part to the policy that the 
Government has pursued. The new Industrial Finance 
Institution should help to fill a gap in the financing of 
investments; in this connection, the Minister criticized 
the mortgage credit institutions for their excessive cau- 
tion, which has resulted in firms being dependent mainly 
on capital and reserves to cover their investment require- 
ments. 

Source: Bérsen, Copenhagen, 
1958. 


Denmark, August 1, 


Norway's Balance of Payments 


Preliminary estimates of Norway’s balance of pay- 
ments for the first half of 1958 show a deficit on 
current account of about NKr 700 million (US$98 
million); in the first half of 1957, the deficit was 
NKr 100 million. The deterioration is due to an increase 
of NKr 400 million in net imports of ships and a 
decrease of NKr 400 million in net freight receipts. 
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The trade balance, excluding ships, shows an improve- 
ment of NKr 220 million between the two periods. 
However, as a result of large foreign loans, e.g., on 
ships, foreign exchange holdings have increased by 
about NKr 170 million since the beginning of 1958. 

Commenting on the balance of payments figures, the 
Central Bureau of Statistics of Norway says that it is 
still uncertain how large the setback in the Norwegian 
economy may be. It seems clear that the steady growth 
in production and employment has ceased and that 
contractionary forces are present to a larger extent 
than at any other time in the postwar period. It is 
equally clear that the stagnation is due not only to the 
international economic situation. The failure of the 
herring fisheries, for example, has been a contributing 
factor, and, until recently, a comparatively restrictive 
economic policy has been followed for balance of pay- 
ments reasons and because of price changes. Further 
developments will probably be determined mainly by 
the international situation, but the result of wage nego- 
tiations will also be of importance 

The contractionary tendencies in Norway have been 
gaining during the last few months. At the end of the 
first quarter of 1958, a decline was noticeable in the 
export industries; but at the end of the second quarter, 
the effect had spread and a decline had taken place in 
employment, production, exports, and income from 
shipping. Available indicates that the 
increase in investment (excluding ships) and in private 
consumption is ceasing. 

The Bureau finds it hard to determine how strongly 
developments in the money and credit market may 
have affected the economic situation this year, but 
financing difficulties do not seem to have played an 
important role. The only bright point in the present 
situation is the 7.5 per cent improvement in the terms 
of trade (excluding ships) compared with last year. 
Both export and import prices have fallen, but the 
decline in import prices has been substantially larger. 


information 


Source: Norges Handels og Sjd@fartstidende, Oslo, Nor- 
way, August 15, 1958. 


Swedish Government Borrowing 

The weekly return of the Sveriges Riksbank of 
July 31 reflects a second drawing during the month by 
the National Debt Office on blocked funds held in an 
account at the Riksbank. The amount drawn was 
SKr 450 million, and the funds were used primarily to 
reduce the treasury bill debt to the Riksbank. Allto- 
gether, SKr 1,000 million was drawn in July, leaving 
about SKr 322 million in the account. The two draw- 
ings related to two particular funds: the first drawing 
of SKr 550 million represented pension funds blocked 
at the Riksbank; and the second drawing, special funds 


arising out of the Government’s economic policy and 
held in a time-deposit account at the Riksbank. 

The Riksbank’s portfolio of bonds and treasury bills, 
which amounted to SKr 4,597 million at the end of 
June, was reduced by SKr 825 million during July; 
thus of the total of SKr 1,000 million of blocked funds 
drawn by the National Debt Office during July, SKr 175 
million was used for current payments. 

Source: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 5, 1958. 


Finland's Foreign Exchange Reserves 

The Bank of Finland’s gold and net sign exchange 
reserves were Fmk 44.5 billion at the end of June; 
this compares with Fmk 33.9 billion at the end of 
December 1957 and Fmk 20.8 billion at the time of 
the devaluation in September 1957. There is usually a 
seasonal decline in reserves in the first half of the year, 
but no such decline has occurred this year. 

A study of the composition of reserves shows that 
the holdings of gold, convertible currencies, and trans- 
ferable EPU currencies have declined from Fmk 27.0 
billion at the time of the devaluation to Fmk 25.4 
billion. The holdings of nontransferable EPU curren- 
cies (France, Greece, Iceland, and Turkey) have risen 
from Fmk 2.0 billion to Fmk 7.8 billion. The main rise 
in reserves, however, consists of Eastern bloc cur- 
rencies; at the time of the devaluation, Finland had a 
net debt in these currencies equal to Fmk 3.4 billion, 
while at the end of June it had a positive balance of 
Fmk 12.5 billion, or an increase of Fmk 15.9 billion. 
Thus the improvement in reserves since the devaluation 
consists mainly of nontransferable EPU currencies and 
Eastern clearing currencies. 

Sources: Hufvudstadsbladet, July 13, 1958, and Bank 
of Finland, Monthly Bulletin, July 1958, Hel- 
sinki, Finland. 


West German Interest Rates 


Effective August 11, the Deutsche Bundesbank low- 
ered the rate of interest on treasury bills by ¥e per cent, 
to the lowest level since April 1955. The new rates are 
2% per cent for 60-90 day bills and 2% per cent for 
30-59 day bills. 

Source: The Financial Times, London, England, Au- 
gust 13, 1958. 


Foreign Investment in Germany 

Reports published in the German press state that 
U.S. insurance companies and other institutional inves- 
tors have formed a syndicate in New York for the 
purpose of long-term capital investment in the German 
Federal Republic. According to these reports, funds 
amounting to several hundred million deutsche mark 
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will eventually be put at the disposal of the German 

market. For this purpose, the investors have acquired 

control of the former Getreide-Handelsbank AG, in 

Darmstadt; this bank has been renamed Investitions- 

und Handelsbank AG and has been transferred to 

Frankfurt. Its capital has been increased from DM 1.4 

million to DM 10 million and is expected to be increased 

further, to the extent required by the greater scope of 
the syndicate’s investments. 

The conditions under which credits will be granted 
to German firms are expected to be very favorable. 
They are to be secured by notes with a period to 
maturity of up to 35 years, amortization payments to 
begin 15 years after the credit has gone into effect. The 
rate of interest is expected to correspond to that prevail- 
ing on the German capital market at any given time. 
At present, the rate is expected to be 6 per cent with 
notes to be issued at 95 per cent of face value. Investi- 
tions- und Handelsbank will be the sole lender, and all 
liabilities will be incurred in deutsche mark. The project 
has been in preparation for approximately two years. 
It became effective, however, only after the abolition 
of the liberalized capital accounts (see this News Sur- 
vey, Vol. XI, p. 4) and the introduction of complete 
freedom of capital transactions in the Federal Republic. 
No direct participations in German companies are 
expected to be made in this connection. 

The foreign lending operations are expected to make 
it possible for German industry to rely less than in 
recent years upon the issue of industrial bonds. Also, 
competition among lenders in the sector of long-term 
credits is expected to become more acute. Although 
some decrease in foreign capital investment on the 
German market had been expected as a result of the 
recent decline of interest rates in Germany, it now 
appears that the trend toward lower interest rates has 
had the opposite effect. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, July 30 and 31, 1958; 
Handelsblatt, Diisseldorf, Germany, August 1- 
2, 1958. 


Gold Production in U.S.S.R. 


It is reported that gold production is to be increased 
in the U.S.S.R. by improving methods of production 
and by mining high-grade deposits which have been 
kept in reserve for future exploitation. Soviet gold 
reserves were estimated by the Federal Reserve Bank 
of New York in 1949 at about $2,625 million, and by 
Samuel Montagu & Co. early in 1955 at $7 billion. 
Production in the three-year period 1955-57 is esti- 
mated at $1,750 million; as U.S.S.R. gold exports during 
this period were about $550 million, reserves in 1958 
are likely to exceed $8 billion. 


Source: The Times, London, England, August 15, 
1958. 


Middle East 


Budgets of the United Arab Republic 


The central budget of the United Arab Republic for 
the fiscal year beginning July 1, 1958 has been set at 
LE 94.9 million. The central budget, which is to be 
financed by contributions from the budgets of the Egyp- 
tian and Syrian Regions of the U.A.R., includes experid- 
itures of the Presidency, the National Assembly, and 
the Ministries of Foreign Affairs and the Armed Forces. 
This budget also includes a U.A.R. contribution of 
LE 200,000 for the central administration of the 
United Arab States of the U.A.R. and the Yemen. 

The budget of the Egyptian Region for 1958-59 
estimates ordinary revenues at LE 280.7 million and 
ordinary expenditures, including a contribution to the 
central U.A.R. budget, at LE 271.5 million. The sur- 
plus of LE 9.3 million is to be used as partial financing 
for the development expenditures budget, which has 
been set at LE 45.9 million. The ordinary budget has 
been recast to exclude the revenues and expenditures 
of the State Railways and the Petroleum Administra- 
tion. These have been included in separate autonomous 
budgets for 1958-59 and are reflected in the new ordi- 
nary budget only to the extent of their net surplus, 
which is estimated at LE 4.0 million. The estimates for 
the new ordinary budget are thus not directly com- 
parable with the ordinary budget for the preceding 
fiscal year. The 1958-59 ordinary budget surplus, 
however, is LE 9.4 million less than the ordinary 
surplus estimated for 1957-58. The over-all budget, 
including development expenditures, contemplates a 
deficit of LE 36.6 million, which is some LE 27 million 
greater than the deficit in 1957-58. 

The budget of the Syrian Region is being shifted 
from a calendar year basis to a July-June basis. A new 
budget had not been approved by the beginning of the 
new fiscal year, and the Region continued monthly 
budgetary operations based on one twelfth of the 1957 
budget. 


Source: Bureau des Documentations Syriennes et 
Arabes, Etude Mensuelle sur la Vie Financiére 
et Bancaire de la R.A.U. et des Pays Arabes, 


Damascus, U.A.R., July 15, 1958. 


Colton Acreage in Egypt 


The 1958 cotton acreage in the Egyptian Region of 
the United Arab Republic is now estimated at 1.91 
million feddans (approximately 1.98 million acres). 
This estimate indicates an increase of almost 5 per 
cent over 1957 and the largest cotton acreage since the 
years 1950-52. Acreage devoted to long-staple varieties 
is estimated to have increased from some 920,000 
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feddans in 1957 to 1,130,000 feddans in 1958, with a 
particularly sharp increase (from 316,000 feddans in 
1957 to 610,000 feddans in 1958) in acreage planted 
to the high-yield Menoufi variety. 

Source: Middle East Economic Digest, London, Eng- 
land, August 8, 1958 


New Egyptian Steel Works 


Te new iron and steel plant which has been under 
construction at Helwan, near Cairo, was completed 
and formally inaugurated on July 27. Built at a cost 
of some LE 19 million (approximately US$55 million), 
the new plant will utilize domestic iron ores. It is 
expected to produce 200,000 tons of steel products 
annually 
Source: Middle East Economic Digest, London, Eng- 

land, August 8, 1958 


Pakistan Industrial Credit and Investment Corporation 


A substantial number of applications for finance have 
already been received by the Pakistan Industrial Credit 
and Investment Corporation (PICIC), 
operations late in November 
Survey, Vol. X, p. 


approved. The intention is to give preference to enter- 


which began 
1957 (see this News 


114), and some have already been 


prises that process indigenous raw materials, which fall 
within the scope of priorities fixed by Pakistan's devel- 
opment plan, and that are likely to develop an export 
capacity or can effect a saving in foreign exchange 
expenditure. Assistance is provided for periods nor- 
PICIC 


does not grant short-term loans or provide day-to-day 


mally ranging from three years to ten years. 
working capital. The normal ceiling limit for a single 
enterprise is Rs 2.5 million, with a minimum limit of 
Rs 100,000. 


exceeds the normal limit, consideration is given to 


Where the amount of finance required 


other interested parties or organizations, with a view to 
covering the total requirements. Those responsible for 
sponsoring an enterprise must themselves have a sub- 
stantial financial interest in it. Rates of interest vary 


with the security available, the risk involved, the 
amount of financing, the extent of supervision required, 
and the general trend of interest rates in Pakistan and 
abroad 

Source: Release, Pakistan Embassy, Washington, D.C., 


August 1958 


Far East 


increase in Output of Thai Cigarettes 

Thailand’s output of cigarettes increased in 1957 to 
8.5 million pieces, slightly more than in 1956. The 
increase in recent years has been due to growing con- 


sumption, which has risen by about 63 per cent since 
1950. 

Thailand imports substantial quantities of U.S. flue- 
cured tobacco to blend with domestic leaf in cigarettes. 
From 1950 through 1952, about 33 per cent of all the 
flue-cured tobacco used in the production of cigarettes 
by the Tobacco Monopoly Company was of U.S. origin; 
by 1957 the ratio was estimated at 45 per cent. Ciga- 
rette production is not expected to increase much in 
1958 owing to a probable rise in the excise rate and a 
general slackening of the Thai economy. 

Source: Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., July 21, 1958. 


Japan's National Income in 1957 

Japan’s national income increased by about 12 per 
cent in 1957, to ¥ 8,252 billion. When adjusted for 
the rise in prices, the increase amounted to 9 per cent, 
compared with 10 per cent in 1956. The increase in 
per capita income in real terms in 1957 was 8 per cent. 

National income originating in mining, manufactur- 
ing, and construction rose by 16 per cent in 1957, and 
amounted to about 34 per cent of total income. The 
increase in tertiary industries was 13 per cent, and in 
primary industries, 6 per cent; income from these two 
categories comprised 48 per cent and 18 per cent, 
respectively, of the total. 

Gross national expenditures in 1957 were ¥ 10,023 
billion, 11 per cent more than in 1956. Business outlays 
for investment in plant and equipment increased by 
38 per cent, in contrast to an increase of 64 per cent 
in 1956. Private investment in inventories was 14 per 
cent larger than in 1956, compared with an increase 
of about 75 per cent in 1956. Personal consumption 
expenditures rose by 8 per cent in 1957 and govern- 
ment purchases of goods and services by 10 per cent. 
In external transactions, there was a deficit of ¥ 174 
billion in 1957, whereas there had been a surplus of 
¥ 20 billion in 1956. 


Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, August 2, 
1958. 


Export-Import Bank Loan fo the Philippines 


A credit of $9.9 million from the Export-Import 
Bank of Washington to finance the export of an elec- 
trical generating unit from the United States to the 
Philippine Republic was announced on August 4. It 
was authorized to the Manila Electric Company, a 
Philippine corporation that is a wholly owned sub- 
sidiary of General Public Utilities Corporation of New 
York. The credit will be repaid in 24 semiannual 
installments beginning in 1961. This is the first credit 
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rasan 


under the $75 million recently set aside by the Bank 

to finance economic development projects in the Philip- 

pines. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 4, 1958. 


United States and Canada 


U.S. Trade Legislation 


The U.S. Congress has passed a four-year extension 
of the Reciprocal Trade Program and has sent it to the 
President for signature. The four-year extension is the 
longest in the history of the reciprocal trade legislation. 
It will make possible longer-term trade agreements with 
other countries; this is particularly necessary in respect 
of the European Common Market. The bill provides 
for a reduction in tariff rates to the lowest rate obtain- 
able by any one of three alternative methods: (1) reduc- 
ing the July 1, 1958 rate by not more than 20 per 
cent; (2) reducing the July 1, 1958 rate by not more 
than 2 percentage points; and (3) reducing an existing 
rate to not less than 50 per cent ad valorem. Tariff 
reductions may not be made in more than four stages, 
nor may separate stages be less than a year apart; the 
last stage may not be later than three years after the 
first stage. The bill authorizes the President to raise 
duties as much as 50 per cent over the rates that existed 
on July 1, 1934; previously, the applicable date had 
been January 1, 1945. Since the 1934 rates on many 
items were substantially higher than the 1945 rates, 
this change in the base date would increase the extent 
to which duties on such items could be raised. 

Another amendment provides that, if the President 
should reject a Tariff Commission recommendation to 
raise tariffs under the escape clause, Congress may 
override the President by a two-thirds majority of each 
House. The bill also provides authority in escape 
clause cases to impose a duty as high as 50 per cent 
ad valorem on items that at present are duty free. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., August 18, 1958. 


U.S. Business Conditions 


Industrial production in the United States rose in 
July for the third successive month. The seasonally 
adjusted index (1947-49—100) rose 2 points, to 133; 
this was 7 points above the low in April, but still 12 
points below the prerecession peak in August 1957. 
The July increase was particularly noteworthy in that 
seasonal adjustment factors do not adequately account 
for the growing practice of plant-wide shutdowns for 


vacation in July. As previously, production increases 
were strongest in durable goods manufacturing. 
Interest rates continue to rise. Treasury bills dated 
August 21 carry a yield of 1.90 per cent, compared 
with 1.52 per cent a week earlier. The rate on 4-6 
months’ commercial paper rose to 1.88 per cent on 
August 18, the third increase within a week (see this 
News Survey, Vol. XI, p. 56). On August 14, the 
Federal Reserve Board approved an increase from 1% 
per cent to 2 per cent in the rediscount rate charged by 
the San Francisco Reserve Bank. The increase was 
the first in a year and followed a series of four reduc- 
tions between November 1957 and April 1958. A 
Board spokesman said that the rate increase was 
approved in the light of recent changes in business 
conditions and the appearance of inflationary sentiment. 
Sources: The Journal of Commerce, New York, N.Y., 
August 15, 18, and 19, 1958. 


U.S. Cotton Crop 

Record yields this year are expected to result in a 
U.S. cotton crop of 11.6 million bales—6 per cent 
larger than last year. Ideal growing weather and the 
retirement of the least productive acres to the soil 
bank have increased yields to 466 pounds per acre. 
This would be more than 10 per cent above the 1955 
record and 20 per cent above 1957. The 1958 crop 
will be harvested from an acreage 12 per cent less than 
last year. 
Source: The Wall Street Journal, New York, N.Y., 

August 11, 1958. 


Canada’s Foreign Trade 


Canadian exports in the first half of 1958 totaled 
$2.38 billion, which was 2 per cent more than in the 
first half of 1957. With imports declining about 11 per 
cent, to $2.57 billion, the import balance in the first 
half of 1958 was less than $200 million, compared with 
$574 million during the corresponding period last year. 
On a seasonally adjusted basis, imports began to decline 
in the first quarter of 1957 and continued to fall in all 
subsequent quarters, although the rate of decrease 
slackened in the first two quarters of 1958. In the 
second quarter of 1958, seasonally adjusted exports 
moved upward, after declining in the last quarter of 
1957 and the first quarter of 1958. 

A sharp drop in imports from the United States, 
while exports fell only slightly, and the consequent 
reduction in Canada’s import balance with the United 
States contributed markedly to the decline in the over- 
all deficit. The proportions of exports to the United 
States, 58 per cent in the first half of 1958, and of 
imports from the United States, 71 per cent, were the 
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lowest in six years. The most important decline in 
imports from the United States was in iron and steel 
goods, especially nonfarm machinery and primary iron 
and steel. Increased exports overseas of wheat, other 
grains, and aircraft partly accounted for the smaller 
share of the United States in Canadian exports. Higher 
exports to the United Kingdom and other Common- 
wealth countries raised the proportion of shipments to 
this group from 19.5 per cent last year to 22.1 per 
cent in 1958. With the decline in total imports, the 
share of imports from the United Kingdom and Com- 
monwealth countries also increased from 12.8 per cent 
to 14.2 per cent, although the import value was virtually 
unchanged. The trade surplus with this area rose to 
$160 million, from about half this amount last year. 
Trade with other countries showed little change from 
last year, and the trade surplus with them remained at 
about $100 million. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, July 31, 1958. 


Latin America 


U.S. Credits to Brazil 


The Export-Import Bank of Washington and 12 U.S. 
commercial banks have extended a total of $158 mil- 
lion in credits to the Bank of Brazil. The credits are 
expected to assist Brazil to strengthen its international 
financial position and to maintain essential imports of 
U.S. goods. The Export-Import Bank credit, for $100 
million, will be repayable at 5 per cent over a five-year 
period beginning in January 1962. The commercial 
bank loans, totaling $58 million, will be repayable over 
a three-year period. 

Negotiations for credits were initiated in June by 
representatives of Brazil. Concurrently with these nego- 
tiations, the Brazilian mission engaged in discussions 
with the International Monetary Fund relative to meas- 
ures designed to improve Brazil’s financial and economic 
position. Following these discussions, the credit nego- 
tiations with the banks were concluded. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 8, 1958. 


U.S. Loan in Paraguay 


The U.S. Development Loan Fund announced on 
August 11 authorization to establish a $2.6 million 
loan to assist the International Products Corporation 
in modernizing and expanding its operations in Para- 
guay. The Corporation, a private U.S. business firm, 
is one of Paraguay’s largest employers of labor and 
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users of domestic products, and the largest exporter to 

the dollar area. It is engaged in ranching, meat packing, 

and the production of quebracho extract. The loan will 

be repayable in dollars over six years, and the interest 

rate will be 5% per cent. 

Source: Department of State, Press Release, Washing- 
ton, D.C., August 11, 1958. 


Oil Refinery in Paraguay 


Esso Standard, an affiliate of Standard Oil Company 
of New Jersey, has announced that it is considering 
the possibility of constructing in Paraguay a petroleum 
refinery, with a daily capacity of 480,000 liters. The 
refinery may be in production by December 1958. The 
initial investment in the refinery is said to be $3 million. 
In addition, the company is sending to Paraguay four 
tankers, each with a capacity of 1,600,000 liters, and 
a large tug boat, in order to provide river transportation 
for the crude oil to be imported for the refinery. 


Source: La Nacién, Buenos Aires, Argentina, August 4, 
1958. 


Cost of Living in Argentina 
The cost of living in Argentina rose by 16 per cent 
in the first half of 1958. In June alone, the increase 
was 4.4 per cent. With this rise in June, the rate of 
increase in the last 12 months reached 29.1 per cent. 
Source: La Nacién, Buenos Aires, Argentina, August 7, 
1958. 


Argentine Grain Production 

The grain harvest in Argentina in 1957-58 is esti- 
mated at about 13.1 million metric tons, 3.2 per cent 
less than in the preceding agricultural year. The decline 
is due largely to a decrease in wheat; corn production 
increased by a substantial amount. 


Source: La Nacién, Buenos Aires, Argentina, August 7, 


1958. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
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Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
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